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Following the relocation from Canada

ta the U.S in May, MDTV’s U.S.
subscriber base grew from 337 to 6,067
at September 30, with MDTV's service
deployed into 151 properties,
representing 19,241 units, and work

in progress ongoing in 21 properties
representing an additional 5,662
potential subscribers. At fiscal year-end,
MDTV had a backlog of over 17,000

units waiting for service.

In February 2002, MDTV executed an
agreement with Verizon to purchase

a total of 3,514 video subscribers in

73 Northeast U.S. properties, most
having an average of 112 months
remaining on their access agreements.
Overall penetration rates are fairly low
in these properties despite many being
Class A type properties where demand
for DIRECTV service is generally very
high. MDTV has a marketing plan in
place that will significantly increase the
penetration rate of DIRECTV service in
these properties.
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The new Verizan DIRECTV subscribers
will generate substantial additional net
revenues that will greatly assist MDTV
becoming EBITDA positive within 90

days of the full transition of subscribers.

MDTV is working with leaders in the
residential MDU industry. From Roseland
Property Company’s new communities
such as Portofine and Riverbend at
Port Imperial on the Jersey shores to
Millennium Partners’ new Ritz Carlton
properties in Boston and New York City
to The Related Companies residential
revitalization of the Chelsea
neighborhood in Manhattan, MDTV

is there providing residents with

digital satellite DIRECTV programming,
demographically tailored private
satellite systems and high-speed

Internet services.

“W/e are very pleased

with MDU Communications”
responsivensss,
professionalism and
service to our residents.
They provided us with
excellent service during @

difficult transitional time.”
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The multi-dwelling unit (MDU)
technology market is a specialized niche
market, as compared to the single-family
home market, requiring special
equipment and installation services,
maintenance and nurturing of important
property owner relationships, specific
property access and marketing
agreements and

a tailored subscriber management

software and billing system.

MDTV seeks to differentiate itself from
other service providers through a unique
strategy of balancing the information
and communication needs of today’s
MDU residents with the technology
concerns of MDU property managers
and owners and providing the best
overall service to both.

MDTV is a National System Operator
for DIRECTV and has over the past
year forged working relationships
with large U.S. property owners

and real estate investment trusts
such as Avalon Bay Communities,
Trammell Crow Residential, Roseland
Property Company, Millennium Partners,
KSI Services, Inc., The Related
Companies, as well as many others, in
an effort to understand and meet the
ever-changing technology needs of

these real estate groups.

DIRECTV.

MDTV's revenues from U.S. operations
increased exponentially this past fiscal
year from $11,246 in Q1, $60,492 in Q2;
$145,918 in Q3; $358,674 in Q4 and first
quarter ‘02 showed revenues of $630,349.
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MESSAGE TO OUR SHAREHOLDERS:

iscal year 2001 has been a dramatic, yet positive, transformation for MDU Communications

International, Inc. and its Canadian and U.S. subsidiaries. During the year we implemented a change in
corporate strategy from geographically serving the entire North American multi-dwelling unit market to
concentrating on select U.S. markets.

We determined that the Northeastern United States, with its eight million plus multi-dwelling units
(“MDUs”), held the highest potential for accelerated subscriber growth, profitability and success. To that
end we sold, for a substantial profit, our Canadian subscriber base to one of our Canadian partners, Star
Choice Television Networks. We then closed our seven Canadian offices, scaled back our West Coast
operation and transferred infrastructure and key employees to our already established Greater New York
Area office.

Such a move not only allowed us to concentrate on the more profitable projects in the most densely
populated MDU area of the United States, but the consolidation of operations ensured our continued
viability during the U.S. recession and one of the most bearish financial markets in decades.

With operations consolidated, we embarked on the mission to become the premier provider of DIRECTV®
digital satellite television services to MDUs in the Northeastern United States. In April ’01, we acquired
New England based Digital Solutions LLC, which gave us approximately 3,000 new subscribers and, more
importantly, a joint venture agreement with large real estate investment trust AvalonBay Communities.

In addition to growth by acquisition, over the year we have entered into significant relationships with large
MDU property portfolios such as Roseland Property Company, KSI Services, Inc., Van Metre Homes,
Related Property Company, Millennium Partners, Trammell Crow Residential and many other local and
national developers and management companies. We are well on our way of establishing ourselves with the

residential real estate community.

Following our relocation from Canada to the U.S in May, our U.S. subscriber base has grown from 337 to
6,067 at September 30. Our service is deployed into 151 properties, representing 19,241 units, with work in
progress ongoing in 21 properties representing an additional 5,662 potential subscribers. At fiscal year-end
we had a backlog of over 17,000 units waiting for service

Revenues from U.S. operations have increased exponentially as well: $11,246 in Q1, $60,492 in Q2;
$145,918 in Q3; $358,674 in Q4. Continuing the trend, first quarter 02 showed revenues of $630,349.
Similarly, our costs continue to decline. As our operating costs and our subscriber acquisition costs
decrease, and our revenues continue to increase, earnings from operations should allow for an accelerated

subscriber growth rate.

Our products and services are in high demand. DIRECTYV, our U.S. partner, has grown at consistently high
levels, as has the satellite industry as a whole. Industry analysts have quantified that consumers are in record
numbers turning to satellite as their choice for home entertainment over standard franchised cable and are
more satisfied with the satellite product and service over their cable-subscribing counterparts. Demand for
private (satellite-based) video systems, tailored to the demographics of a specific MDU, are also on the rise
as an alternative to franchised cable.
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Additionally, it is no surprise that more and more homes are “surfing” the Internet. It is also no surprise that
with all that the Internet has to offer, more and more people are demanding a high-speed connection. This
past month was a high-speed milestone in that for the first time 51% of all U.S. surfing hours were from a
high-speed connection. Although we are fiscally conservative as to when and where we offer our high-speed
Internet service, the demand for our service is on the increase. To assist with our Internet growth, one of our
partners, Cisco Systems Capital, has extended us a generous line of credit to purchase Internet related
equipment. In addition, we continue to explore new products and key strategic relationships that would
enable us economically increase our high-speed deployment.

One of the most exciting prospects for us, just recently announced, is the acquisition of the Northeast
portion of Verizon’s multi-dwelling unit video business. With this acquisition come approximately 69
properties, representing over 13,000 units fully wired and 3,500 subscribers. Not only are we pleased that
Verizon entrusted MDU Communications with these customers, but such an acquisition is one step further
in our goal of becoming the leading provider of information and communication services to the Northeast

MDU marketplace.

Technology for MDUs is also quickly advancing. On the horizon are two-way high-speed Internet via
satellite services for MDUs, cost effective wireless Internet connections and “smart” set-top boxes that
provide residents many value added services such as digital recording, web based television and video on
demand. Not only are our customers requesting such services, but property owners, increasingly aware that
such services attract tenants, are demanding them. We are well positioned to capture larger revenue streams
from our subscribers as we offer additional services to them over time.

It truly is an exciting time at MDU Communications. With our move to the U.S. and transition now
complete, a firm foothold in the most profitable MDU market in the United States now established, a
sizable acquisition of subscribers under our belt, and numerous long term access agreements in place with
more being added every day, we are looking forward to the year ahead.

We remain deeply committed to our long-term goal of becoming the leading provider of information and
communication services to the United States MDU market. This was the underlying principle and concept
upon which MDU Communications was founded and launched.

We expect great things from the team here at MDU Communications and look forward to this upcoming
year as one of growth and success.

Warmest Regards,

Sheldon Nelson
Chairman and Chief Executive Officer

March 26, 2002
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BUSINESS OF THE COMPARNY

MDU Communications International, Inc., a publicly traded OTC Bulletin Board company (MDTYV), and its wholly
owned subsidiary MDU Communications (USA) Inc., concentrate exclusively on delivering state-of-the-art digital
satellite television and high-speed Internet solutions to the United States multi-dwelling unit (MDU) residential
market—estimated to include over 26 million residences. MDUs include apartment buildings, condominiums, gated
communities, universities, nursing homes, hospitals, hotels, motels and other properties having multiple units located
within a defined area. The MDU market is a specialized niche market, as compared to the single-family unit market,
requiring special equipment and installation services, maintenance and nurturing of important property owner
relationships, specific property access and marketing agreements and a tailored subscriber management software and
billing system. We seek to differentiate ourselves from other service providers through a unique strategy of balancing
the information and communication needs of today's MDU residents with the technology concerns of property
managers and owners and providing the best overall service to both. To accomplish this objective, we have partnered
with such groups as DIRECTYV, Inc. (DIRECTV) and Cisco Systems, Inc. {Cisco) and have been working with large
U.S. property owners and real estate investment trusts (REITs) such as AvalonBay Communities, Trammell Crow
Residential, Roseland Property Company, Millennium Partners, KSI Services, Inc., The Related Companies, as well as
many others, to understand and meet the ever-changing technology needs of these groups.

The Company earns its revenue through the sale of digital satellite television programming (both DIRECTV and
demographically tailored private satellite systems) and high-speed Internet services to residents of MDUs. We negotiate
long-term access agreements with the owners and managers of MDU properties allowing us the right to provide digital
satellite television and/or high-speed Internet services, and potentially other services, to their residents. Under our
agreement with programming provider DIRECTYV, we receive upfront new subscriber activation subsidies in addition
to a percentage of the programming fees charged to the subscriber each month and a per subscriber monthly digital
access fee. We also offer installation services and related equipment to building owners and managers for the
construction of wiring and installation of equipment to allow for telecommunications services. In our private satellite
systems, our revenues result from the difference between the wholesale prices charged to us by program providers and
the price we charge subscribers for the programming package. From subscribers to our Internet service, we earn a
monthly Internet access service fee.

The Company was conceived in late 1998 to focus it services on both the Canadian and U.S. MDU markets. However,
in early 2001, the Company made a fundamental re-assessment of its business plan and determined that the most
profitable markets lay in densely populated areas of the United States, not in Canada. The Company changed its
corporate focus and business strategy from serving the entire North American MDU market, to several key U.S.
markets, beginning with the Northeast. To further this change in corporate focus, on January 31, 2001 and April 27,
2001, we respectively completed a two-stage agreement with Star Choice Television Network, Inc. for the sale of
certain satellite television assets for a total adjusted selling price of approximately $7.0 million. As a result, by May 30,
2001, the Company relocated its Canadian operations and certain key employees to our Greater New York Metro Area

office in Totowa, New Jersey.

We began offering high-speed (broadband) Internet access services in July of 2000 with the assistance of a non-exclusive
Master Purchase Sales Agreement with 3Com Corporation, in which we become part of their preferred Visitor Based
Network (VBN) to provide broadband Internet products, systems and value added services. Upon dissolution of
3Com's VBN division, this agreement was mutually terminated. In July of 2001, we entered into a Master Lease
Agreement to Purchase Equipment with Cisco Systems, Inc. ("Cisco"). Under this agreement, we receive preferred
pricing and discounts for equipment purchased to support our high-speed Internet services. As part of this agreement,
Cisco has extended $500,000 of lease financing to the Company to purchase Internet related equipment and to finance
a portion of installation costs.

MDU COMMUNICATIONS INTERNATIONAL, INC.
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OUR STRENETHS

In addition to the high quality of our digital satellite television programming, our high-speed (broadband) Internet
solution and the choices that our products offer to MDU residents, we believe that our access agreements, relationships
with MDU property owners and our strategic alliances represent significant competitive and business strengths.

Access Agreements

Our access agreements with the owners of MDU properties generally grant us exclusive rights to provide digital
satellite television services, and in some cases television services altogether, for a minimum term of seven to ten years
and in many cases a right of first refusal for other new telecommunications services. However, our access agreements
generally do not bind us to deploy our service within any particular time during the term or at all. This gives us the
flexibility to deploy only to those properties that, after our preliminary market research, we determine meet our
profitability criteria. These access agreements are in the name of the Company and provide us with revenue streams
either directly from property owners in bulk properties or from individual subscribers in choice or exclusive
properties.

Strategic Alliance With DIRECTY

In May of 2000, we entered into a long-term System Operator Agreement with DIRECTV. Under this agreement we
are able to establish and maintain MDU distribution systems in non-rural states of the United States (as identified in
the agreement) and act as a commissioned sales agent for the marketing of DIRECTV programming to residents of
MDU properties. We only incur costs associated with the implementation of our services and do not pay any of
DIRECTV's programming or broadcasting costs.

Under the DIRECTV agreement, we may not solicit sales or provide equipment for any other direct-to-home digital
satellite television service in the United States. Consequently, we are totally dependent on DIRECTYV for our digital
set-top programming in the United States. We are not, however, prohibited from contracting with other program
providers in connection with our private cable services. During the fiscal year ended September 30, 2001, revenues from
DIRECTV were 30% of our total revenues. DIRECTYV is not required to use us on an exclusive basis and could either
contract with others to install distribution systems and market programming in MDUs or undertake such activities
directly through retail stores, as it does for single-family television households.

Our agreement with DIRECTV runs for an initial term of five years, with an automatic extension of the entire
agreement to coincide with the termination of our longest running property access agreement. Thereafter, the
agreement is renewable at an additional five-year period at the option of both parties. Either party may terminate for
the other's breach, bankruptcy or unapproved assignment of the agreement. The terms of the Agreement provide us
with an upfront activation fee, a percentage of the monthly programming fees paid to DIRECTV by subscribers and

other marketing/incentive payments from time to time.

Through our strategic relationship with DIRECTYV, we expect to capitalize on the significant name recognition that
DIRECTYV creates and maintains as well as their immense advertising budget and advertised programming specials.
Additionally, we benefit from the large-scale national marketing campaigns that are continuously run by DIRECTV.

Strategic Alliance With Cisco

In June of 2001, we entered into a non-exclusive Master Purchase Sales Agreement with Cisco to become part of their
preferred network in order to provide broadband Internet products, systems and value added services, through our
new high-speed Internet service to our MDUs. Cisco selected us to participate in a direct purchasing agreement as a
result of our mutual interest in developing closer working relationships with application service providers

MDU COMMUNICATIONS INTERNATIONAL, INC.




involved in developing emerging market opportunities. In addition, we recently signed a preferential agreement with
Cisco Systems Capital for the purchase of high-speed Internet related equipment and installation, which includes a half
million-dollar lease financing line of credit. Our strategic alliance with Cisco also provides significant name recognition
of high quality products and we benefit from the large-scale national marketing campaigns that are continuously run
by Cisco.

MARKET

The United States MDU market represents a large niche market of potential telecommunications customers. There are
over 26 million MDU television households out of a total of 100 million U.S. television households with the most
densely populated MDU areas in the Northeast. Our short-term goal is to become a significant provider of bundled
MDU products and services to the Northeastern U.S. MDU marketplace. Subsequent growth plans include the Texas,

California and Florida areas.

Historically, the MDU market has been served by local cable television operators. Generally, these providers used
analog technology and MDU residents could not access digital or competitive services. Although many cable
companies have begun the process of upgrading to a digital signal, this transition will require significant capital outlays
and time to complete, and even then only a portion of the programming will be digital. Additionally, the relationship
between the property owners and managers that control access to these properties and the cable operator have been
significantly strained over the past 15 years due to the monopolistic sentiment of the cable operator.

We believe that today's MDU market offers us a very good business opportunity because:

° Advances in communication and information technology have created increasing demand for new state-of-the-
art services such as digital satellite television.

e Regulatory changes in the United States authorizing the provision of digital satellite television services and local
channels has given television viewers the opportunity to choose the provider of their television programming

based on quality of signal, cost and variety of programming.

o Qur marketing program focuses on the choice and benefits of using satellite television programming over cable

programming,.

o A number of MDUs are under-served by cable television providers or digital satellite television private cable
providers. In addition, the market has only been enhanced by the recent pull back by many competitors, leaving
the residential MDU community with very little choice among alternative service providers.

o To date, DIRECTYV and other digital satellite television program providers have focused primarily on the single-
family residence market because of the lower cost of deployment and fewer technical difficulties than those
incurred in MDU properties and are now gearing to capitalize on the MDU market.

RESULTS OF 2007 ANNUAL GENERAL MEETING

On May 10, 2001, the Company held its Annual General Meeting of Shareholders in Vancouver, British Columbia,
Canada. Four issues were put forth to the shareholders; election of four directors, amendment to the Company's
Certificate of Incorporation to increase the number of authorized shares, approval of the 2001 Stock Option Plan, and
ratification of the appointment of independent auditors.

Robert Dyck was elected to a term expiring in May 2002, ].E. “Ted” Boyle and Douglas Hooper were elected to terms

MDU COMMUNICATIONS INTERNATIONAL, INC.
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expiring in May of 2003 and Sheldon B. Nelson was elected to a term expiring in May of 2004. There is currently one
vacancy on the Board of Directors. All nominated directors each received 9,642,353 votes in favor, O votes against and
30,900 votes abstained.

On the issue of amending the Company's Certificate of Incorporation to increase the number of authorized shares,
4,937,349 votes were registered in favor, 394,242 votes were registered against and 4,370 abstained. This issue failed as
it did not receive affirmation from a majority of shareholders of the outstanding number of shares, broker non-votes
excepted.

On the issue of approval of the 2001 Stock Option Plan for employees and consultants, 5,100,259 voted in favor,
149,070 voted against and 86,632 abstained. This Plan was approved as a simple majority of the quorum voted in favor.

Deloitte & Touche LLP were appointed as independent auditors for the upcoming fiscal year with 9,659,838 votes in
favor, 10,800 votes against and 2,615 abstentions.

MARKET FOR COMMON STOCK

The Company's common stock is not traded on a national securities exchange or the NASDAQ Stock Market. The
common stock has been quoted on the OTC Bulletin Board under the symbol "MDTV" since December 2, 1998. The
range of high and low bid prices on the OTC Bulletin Board during each fiscal quarter, as reported by Bloomberg L.P,

is as follows:

Quarter Ended High Low
DECEMDET 31, 1998 .ooioreerieereenceereecnresnstessessisss s s s st e b ss st sttt bR bR $1.56  $1.31
MArch 31, 1999 .ottt et ses b ss e et et e e b R bR b bR e A e b e bt s R R b bR Rt et s e R b enbene $2.69  $1.44
JUNE 30, 1999 1..ooorieeeereree e cesse st esssessss s as e st st s s8R Rk bRt s e $2.38  $1.06
SEPLEmbEr 30, 1999 ...ttt e bbb bR e e $1.72  $0.63
DECeMDbET 31, 1999 ..ottt e s s e rebes s esese b s esebe bbb sas b an b eaeb e bt eAet e bt et ete bt enserberasas $1.88 $0.31
MATCh 31, 2000 o.oviveervirereeerierreeeresesesssaese e s ton s e s st sasbee st st ss e eb s s AR b et s s n R e R A bR R b en e e per s ea st ens $9.00  $2.13
JUDE 30, 2000 1...voorvermeernrerseeesssessessesssesseesessssssssesesssssssssasssssssssssesseess s sessssssesssassasssseesssesssnsessnsesssssssssssanssssas $6.75  $1.53
September 30, 2000......cm it s $2.50  $0.81
DECEMDET 31, 2000 w.cvorvuerermmreesmeeessesmseessesessresssessasesessesssseesssasstssecssesssssessseessessssessseesansesssesssassssnsesmsssasssssnns $1.50  $0.25
MAFCH 31, 2001 1ivvueceeeeeeeeeseerese s ssesssstse s sssest st ssssseses e s b EE £t s s SsesseeaE e sss RSt $0.71  $0.23
TJUDIE 30, 2001 coovviieevesreernesssssssesassssessssanessssssssssessssssssessasessesessasssesssesssesssnssssssonessssessssssensssssssnssassssnssnsssesssnns $0.74  $0.37
SEPTEMBEL 30, 2001 ieuruniruearmmermecsrenersenreceserseesecsserssessessessssesnsssessessmsrssssossasiasrssess rsesssssssssssmessacsesssonssssassonee $0.48  $0.26

These quotations reflect inter-dealer prices, without retail mark-up, mark-down or commission, and may not represent
actual transactions.
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FORWARD LOOKING STATERMENTS

The statements contained in this Annual Report that are not historical in nature are forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act
of 1934, as amended. Forward-looking statements are subject to risks and uncertainties that could cause actual results
to differ materially from those indicated in the forward-looking statements. In some cases, you can identify forward-
looking statements by our use of words such as "may," "will," "should," "could,” " expect,"' "plan," "intend,"

o LI

"anticipate,” "believe,” "estimate,” "predict,” "potential” or "continue” or the negative or other variations of these
words, or other comparable words or phrases. Factors that could cause or contribute to such differences include, but
are not limited to, the fact that we are a start-up company, we may need to raise additional funds to meet business plan
projections, we are dependent on our program providers for satellite signals and programming, our ability to
successfully expand our sales force and marketing programs, changes in our, our suppliers' or our competitors' pricing
policies, the risks that competition, technological change or evolving customer preferences could adversely affect the
sale of our products, unexpected changes in regulatory requirements and other factors identified from time to time in
the Company's reports filed with the Securities and Exchange Commission, including, but not limited to our Annual

Report on Form 10-KSB filed on or about December 24, 2001.

Although we believe that the expectations reflected in our forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance or achievements or other future events. Moreover, neither we
nor anyone else assumes responsibility for the accuracy and completeness of forward-looking statements. We are under
no duty to update any of our forward-looking statements after the date of this report. You should not place undue
reliance on forward-looking statements.

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following discussion of the financial condition and results of operations of the Company should be read in
conjunction with the consolidated financial statements and related notes, which are included herein. Cur consolidated
financial statements and their respective notes have been stated in U.S. dollars. This report contains forward-looking
statements that involve risks and uncertainties. The Company's actual results could differ materially from those
indicated in the forward-looking statements.

OVERYIEW

In this discussion, the words "MDU Communications," "the Company," "we," "our," and "us" refer to MDU
Communications International, Inc. together with its subsidiaries, where appropriate.

MDU Communications International, Inc. concentrates exclusively on delivering state-of-the-art digital satellite
television and high-speed Internet solutions to the United States multi-dwelling unit (MDU) residential market—
estimated to include over 26 million residences. We seek to differentiate ourselves from other service providers through
a unique strategy of balancing the information and communication needs of today's MDU residents with the

technology concerns of property managers and owners and providing the best overall service to both.

In early 2001, the Company made a fundamental re-assessment of its business plan and determined that economically,
the most profitable markets lay, not in the Canadian market, but in densely populated areas of the United States. An
assessment of the competitive climate also confirmed that many of the large MDU geographic markets presented
additional business opportunities. The Company began to focus its business strategy on several key U.S. markets,
beginning with the Northeast United States. To further this change in corporate focus, on January 31, 2001 and April
27,2001, we completed a two-stage agreement with Star Choice, one of our Canadian partners, for the sale of certain
satellite television assets for a selling price of approximately $7.0 million. As a result, May 30, 2001, the Company

MDU COMMUNICATIONS INTERNATIONAL, INC.
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relocated its operations and certain key employees to the U.S.

By the end of the fiscal year, we accomplished several critical advancements in our strategy for U.S. expansion into the
MDU market. As of May 2001, the Company headquarters and key employees moved from Vancouver, British
Columbia, Canada to the Greater New York Metro Area in an effort to establish a presence in the most significant
cluster of eight million MDUs in the United States. To further this presence, the Company acquired New England-
based Digital Solutions, LLC, giving it an immediate presence in the New England area with over 3,100 new
subscribers and 700 subscribers-in-progress. The acquisition also gave the Company an important joint venture
relationship with AvalonBay Communities, Inc. We also identified Texas as a profit center and completed an
acquisition of DigiSat TV, a sole proprietorship in the Houston, Texas, giving the Company 265 new subscribers and
over 3,000 suites passed by wire.

The Company's U.S. subscriber growth during the past fiscal year has been significant. As of September 30, 2001 the
Company had a total of 6,067 U.S. subscribers to its services, had deployed service into 151 U.S. properties
representing 19,241 units and had a backlog of 89 properties under letter of intent or access agreement representing
17,642 units of which 7,899 are bulk or exclusive units.

RESULTS OF CPERATIONS FOR THE YEARS ENDED SEPTEMBER 30, 2001 AND 2000

Change in Reporting and Functional Currency

Effective September 30, 2001, the Company adopted the U.S. Dollar as its functional and reporting currency since a
majority of the Company's revenues, expenses, assets and liabilities are in the United States and the increasing focus of
the Company's operations are in that country. Previously the Company's functional and reporting currency was
Canadian Dollars. Comparative financial statements were restated as if the U.S. Dollar had been the reporting currency
in prior years.

Sale of Canadian Subscribers

On January 31, 2001 the Company completed an agreement with Star Choice Television Network, Inc., a subsidiary
of Star Choice Communications Inc., for Star Choice to purchase certain satellite television assets for a purchase price
of $3,681,100. Under the agreement, Star Choice also received the telecommunications equipment required to service
the related subscribers. This equipment had an original cost of $3,348,300 and a net book value of $2,784,744 at January
31, 2001. Net intangible assets carried at $59,672 at January 31, 2001 related to sold subscribers and accordingly, were
written off. The transaction resulted in a gain of $836,984, which was reduced by cumulative foreign exchange losses
relating to these assets.

On April 27, 2001 the Company completed a second agreement with Star Choice Television Network, Inc. for Star
Choice to purchase certain satellite television assets for a purchase price of approximately $3,276,227. Under the
agreement, Star Choice also received the telecommunications equipment required to service the related subscribers.
This equipment had an original cost of approximately $1,431,732 and a net book value of approximately $1,236,500 at
April 27, 2001. The transaction resulted in a gain of $2,039,727which was reduced by cumulative foreign exchange
losses relating to these assets.

Net Loss

The Company reported a net loss of $2,426,455 for the year ended September 30, 2001 compared to a net loss of
$8,040,790 for the year ended September 30, 2000. The reduction in the net loss is due to three main reasons: the gain
on sale of the Canadian subscribers of $2,401,695; the higher general and administrative costs for wages, relocation and
travel, and lower non-cash charges (described below) of $195,302 in the year ended September 30, 2001 compared to
$4,051,505 for the year ended September 30, 2000.

MDU COMMUNICATIONS INTERNATIONAL, INC.




Revenues

Our revenue for the year ended September 30, 2001 of $1,117,607 increased by $169,738 over the year ended September
30, 2000. Revenue from United States operations increased to 51% of total revenue from 1% in the prior year and will
represent substantially all of our revenue in the future. Revenues from Western and Eastern Canadian subscribers
ceased in February and May 2001 respectively due to the sale to Star Choice.

Sales of installation services represented 21% of total revenue compared to nil in the prior fiscal year, Installation
services consist of offerings to building owners and managers for the construction of satellite and Internet systems and

may include associated wiring, labor and equipment.

Direct Costs

Direct cost of sales decreased to $358,257 in the year ended September 30, 2001 compared to $496,093 in the year ended
September 30, 2000. This 28% decline is due to a larger mix of direct to home satellite subscribers where the net revenue
is recorded with no cost of sales. In the year ended September 30, 2000, there was a higher mix of private satellite
subscribers under which revenue as recorded on a gross basis with the relevant cost of sales also shown. In the year
ended September 30, 2001, the costs of sales relating to sales of installation services was 28% of total cost of sales

compared to nil in the prior fiscal year.

Sales Expenses

Sales expenses consist mainly of salaries, commissions, marketing materials, trade shows, advertising and promotion.
Sales expenses declined to $837,947 from $1,468,753 in the years ended September 30, 2001 and 2000 respectively. This
43% decline in sales expenses was mainly due to the discontinuation of direct marketing as a sales strategy.

General and Administrative Expenses (G&A)

General and administrative expenses increased 7% to $4,518,148 for the year ended September 30, 2001 from
$4,207,576 for the year ended September 30, 2000. Stock option compensation and non-cash charges (excluding
amortization) of $127,821 and $1,070,456 are included in General and Administrative expenses in the years ended
September 30, 2001, and 2000 respectively. The balance of G& A expenses of $4,390,327 and $3,137,120 for the years
ended September 30, 2001, and 2000 respectively, is mainly comprised of the following:

Year ended % of Year ended % of
September 30, 2001 G&A September 30, 2000 GEA

Wages 1,818,440 41% 1,040,697 33%
Professional fees 277,985 6% 518,774 17%
Amortization 549,194 13% 496,524 16%
Office 460,684 10% 397,819 13%
Travel 316,196 7% 220,069 7%

The dollar increase in general and administrative expenses relate to higher wages, consulting, occupancy, office and

travel expenses as well as the $288,551 in transition and relocation expenses in the relocation of our business to the

United States.
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Stock Option Compensation Charges

We account for our stock based employee compensation plans under APB No. 25 whereby compensation cost is
recorded for the excess, if any, of the quoted market price of the common stock over the exercise price at the date of
the grant for all employee and director common stock options issued. Stock options issued to third party consultants
and others are accounted for under Statement of Financial Accounting Standard No. 123 "Accounting for Stock-Based
Compensation” whereby compensation charges are recorded based on the fair value of the options granted. For the
year ended September 30, 2001, we recorded $135,302 in stock option compensation costs. Consultants were granted,
or had terms extended for 538,693 options to purchase common shares with $127,821 in fair value. Fair value of $7,481
for 25,000 options under the supplier plan to be granted after September 30, 2001 was accrued in selling expense.

For the year ended September 30, 2000, $1,125,578 of fair value for non-cash stock option compensation and consulting
charges. In the year, we granted 90,276 options to officers and employees at an exercise price of $1.00 as a performance
incentive, resulting in compensation cost of $351,865. In addition, we granted 170,000 options to consultants at an
exercise price of $5.00 being the market value at date of grant and recorded the fair value of these options, in the amount
of $718,591, as consulting expense. Further, stock option compensation charges in the amount of $55,121 were
recorded as sales expense based on the fair value of stock options issued or issuable to a supplier at September 30, 2000.

In October of 2000, the Board of Directors accepted the recommendation of its compensation committee to re-price,
at $2.00 per share, the exercise price of all options previously granted at $5.00 per share under the 2000 Incentive Stock
Option Plan. On March 9, 2001, the Board of Directors approved the re-pricing, at $0.60 per share, of all options
previously granted to employees at $2.00 per share under the 2000 Incentive Stock Option Plan. On April 11,2001, the
Board of Directors of the Company approved the re-pricing, at $0.60 per share, of all options previously granted to
directors at $2.50 per share under the 2000 Incentive Stock Option Plan. As a result, the Company adopted variable-
plan accounting and therefore increases in the share price are recorded as compensation expense in the period the
increase occurs. There was no impact on the results of operations for the year ended September 30, 2001 due to the
decline in the market price of the Company's stock in 2001. Changes in the market price of the Company's stock in
future periods may impact future operating results.

Other Non-Cash Charges

Included in the year ended September 30, 2001 is non-cash interest expense of $60,000 related to a beneficial conversion
right on convertible debt.

RESULTS OF OPERATIDNS FOR THE YEARS ENDED SEPTEMBER 30, 2000 AND 1833

Net Loss

The Company reported a net loss of $8,040,790 for the year ended September 30, 2000 (1999—$1,684,560). The
increased net loss from 1999 was due primarily to two factors. Firstly, included in the net loss are non-cash charges of
$4,051,505 (described below) (1999—3$347,949). Secondly, sales expenses and general and administrative (G&A)
expenses increased as we built out our operations. After the non-cash charges above, our largest expense was wages.
During the year ended September 30, 2000, we increased our permanent full-time staff from 32 to 113 employees. The
increase in sales and G&A costs supported the expansion of operations into the United States and eastern Canada. The
increase in sales and G&A costs also supported our delivery of new services in the Internet and security-monitoring
markets. Finally, the increase in sales and G&A costs enabled us to build a customer service function to support our
increasing subscriber base. As at September 30, 2000, we had approximately 15,341 digital satellite subscribers (1999 —
11,600), 82 Internet subscribers (1999 —nil), and 75 (1999 —nil) security subscribers, in 217 (1999—135) properties
throughout Canada and the United States. 156 (1999 —nil) of the digital satellite subscribers are United States residents
subscribing to DIRECTV.
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Revenues

Our revenue for the year ended September 30, 2000 of $947,869 (1999—$377,975) was comprised of 39% net
programming revenue, 37% private satellite revenue and 24% from digital access fees and other revenue (1999 — 69%
SMATYV and Private Cable revenue, 20% net programming revenue from Star Choice and 11% from digital access fees).
The increase in revenue from 1999 is primarily due to an increase in the number of subscribers. Private satellite revenue
represented approximately 10,456 (1999 —8,700) subscribers. The net programming revenue represented approximately
4,885 (1999 —2,900) subscribers. Revenue from operations in the United States was less than 1% of total revenue for
the year ended September 30, 2000.

Direct Costs

Direct costs of $496,093 are primarily comprised of private satellite programming and maintenance costs.

Sales Expenses

Salaries, wages, commissions and benefits make up 70% (1999—35%) of the $1,468,753 (1999—$901,347) total sales
expenses. The 100% increase in salaries, wages, commissions and benefits from 1999 was primarily due to increased
employee levels to support the sales and marketing function. The increase in staff levels not only corresponded to an
increase in sales from 1999, but also reflected the expansion of our operations into the United States and eastern Canada
in 2000. The remaining 30% (1999—65%) balance of sales expense is primarily travel, advertising and telephone

expense.

General and Administrative Expenses (G&A)

Stock option compensation and non-cash charges (excluding amortization) comprise $1,070,457 (1999 - $270,480) or
51% (1999 - 42%) of the total $4,207,576 (1999 - $913,145) G& A expenses for the year-ended September 30, 2000.
These non-cash charges are described in detail below. The $3,137,119 (1999 - $642,665) balance of the G&A expenses,

excluding non-cash charges is primarily comprised of the following:

Year ended % of Year ended % of

September 30, 2000 GEA September 30, 1999 G&A
Wages 1,392,562 44% 196,393 31%
Professional fees 518,774 17% 86,783 14%
Amortization 496,524 16% 130,234 20%
Office 397,819 13% 36,086 6%
Travel 220,069 7% 25,896 4%

The overall increase in G&A expenses from 1999 relates to the increase in business activity, the build out of our
Customer Service, Finance, Information Technology and Administration functions, and the expansion of our
operations into the United States and eastern Canada. Specifically, the increase in wages from 1999 corresponds to an
increase in our permanent full-time staff from 32 to 113 employees. The increase in professional fees relate primarily
to legal and accounting fees attributable to regulatory filings. The increase in amortization from 1999 corresponds to
the increase in telecommunications equipment related to subscriber acquisitions. The increase in office, travel and all
other G&A expenses corresponds primarily to the increased staff levels and the opening of three new offices in the

United States and a new office Toronto.
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Stock Option Compensation Charges.

For the year ended September 30, 2000, $1,070,457 of G&A expense represented fair value of non-cash stock option
compensation. In the year, we granted 90,276 options to officers and employees at an exercise price of $1.00 as a
performance incentive, resulting in compensation cost of $351,865. In addition, we granted 170,000 options to
consultants at an exercise price of $5.00 being the market value at date of grant and recorded the fair value of these
options, in the amount of $700,565, as consulting expense. Further, stock option compensation charges in the amount
of $55,121 were recorded as sales expense based on the fair value of stock options issued or issuable to a supplier for
its performance to September 30, 2000. For the year ended September 30, 1999, $270,480 of G&A expense represented
fair value of stock option compensation. Stock option compensation charges in the amount of $77,469 were recorded
as sales expense for the year ended September 30, 1999 based on the fair value of stock options issued to suppliers,
calculated on the date the supplier completed the performance required to earn the options.

Other Non-Cash Charges.

Included in the year ended September 30, 2000 is a non-cash financing expense of $2,925,927 representing the fair value
of a two-year warrant granted to Gibralt Capital Corporation. The warrant was for the purchase of 750,000 shares of
the Company's common stock at an exercise price of $2.50 per share. The fair value of the warrant was determined
using a Black Scholes option-pricing model. The warrant was issued in consideration of Gibralt Capital Corporation's
termination of a financing agreement and its agreement to negotiate in good faith a new financing agreement with terms
more favorable to the Company. There was no corresponding financing expense in the prior years. Also included in
the year ended September 30, 2000 is $18,026 in consulting expenses related to 50,000 shares issued upon the
termination of our agency agreement with Canaccord Capital Corporation.

Adjustment {or Beneficial Conversion.

During year ended September 30, 2000, we issued 3,637,200 shares of Series A convertible preferred stock at an issue
price of $2.50 per share in exchange for cash proceeds of $7,725,000 and services in connection with the private
placement with a fair value of $1,368,000, for total gross proceeds prior to expenses of the issue, of $9,093,000. The
Series A convertible preferred stock were immediately convertible, at the option of the holder. The Series A convertible
preferred stock has a beneficial conversion feature totaling $7,725,000, measured as the difference between the
conversion price most beneficial to the investor of $2.17, and the fair value of the underlying common stock at the time
of issuance, limited to the amount of cash proceeds received. In addition, on February 3, 2000, we completed a private
placement consisting of 699,999 units at $0.75 per unit, for gross proceeds of $525,000, based on subscriptions received
in December 1999 and January 2000. Each unit consists of one common share and one common share purchase warrant
exercisable for two years at $1.00 per share. The warrants also have a beneficial conversion feature totaling $243,583,
measured as the difference between the conversion price of $1.00 and the fair value of the underlying common stock at
the date we had a contractual obligation to issue the units, limited to the amount of the gross proceeds received and
allocated to the warrants. Each beneficial conversion feature is recognized on the Consolidated Statement of
Operations as an increase in the loss applicable to common shareholders and in the calculation of basic loss per share
for the year ended September 30, 2000, resulting in a net loss attributable to common shareholders and basic loss per
common share for the year ended September 30, 2000 in the amounts of $16,009,373 and $1.30, respectively.

OUTLOOK

Although we have incurred operating losses since our inception, with consolidated operations in the most profitable
U.S. markets, we expect to achieve profitable operations in fiscal 2002. Although the Company believes that it can reach
profitability with existing financial resources, to aggressively reach business plan forecasts, the funding of our operating
expenses and working capital and capital commitments at current levels of deployment, may be dependent upon our
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ability to obtain additional financing. We have retained investment bankers to assist with financing through a private
placement or convertible securities offering, however, there 1s no assurance that the Company will be successful in these
endeavors.

LIQUIDITY AND CAPITAL RESDURCES

Cash Position. At September 30, 2001, we had cash and cash equivalents of $785,452 compared to $2,147,244 at
September 30, 2000. In summary, the decrease in our cash position is due to the net loss, the acquisition of Digital
Solutions LLC, offset by proceeds from the sale of assets.

Operating Activities. Net cash of $4,329,173 and $4,173,820 was used in operating activities during the years ended
September 30, 2001 and 2000 respectively. The primary use of cash in operations was from our net loss of $2,426,455
which includes the gain on sale of assets of $2,401,695, partially offset by $744,496 of non-cash charges, represented by
$549,194 in amortization and $195,302 in stock option compensation charges and non-cash interest expense. In fiscal
2000 the primary use of cash in operations was from our net loss of $8,040,790, which was partially offset by $4,548,029
in non-cash charges. Changes in operating assets and liabilities used $225,050 in 2001 compared to $681,059 in 2000.

Investing Activities. Net cash of $2,898,158 was generated in investing activities during the year ended September 30,
2001 compared to $1,983,745 used in the year ended September 30, 2000. Purchases of property and equipment during
the year ended September 30, 2001 of $2,352,213 (2000-$1,983,745) related primarily to the addition of subscribers in
our digital satellite business. In the year ended September 30, 2001 we used $1,719,168 in the acquisition of Digital
Solutions LLC. We also received proceeds of $6,969,539 relating to the sale of assets in 2001 (nil in 2000).

Financing Activities. We generated net cash of $69,223 and $8,275,271 from financing activities during the year ended
September 30, 2001 and 2000 as follows:

e In ]anuary 2001 net cash of $69,223 was raised from the proceeds of a $150,000 issue of convertible notes and
warrants. As part of this transaction, the lender received 600,000 share purchase warrants, each entitling the
holder to acquire one common share at an exercise price of $0.60 per share. This debt was repaid in full on April
6, 2001.

© On February 28, 2000 and March 8, 2000 notes payable and accrued interest valued at $606,781 at September 30,
1999, were converted to 997,736 shares of common stock.

o On February 15, 2000 a former director and officer exercised 125,000 options at an exercise price of $1.00 for
total proceeds of $125,000.

© On February 3, 2000, pursuant to subscription agreements executed in December 1999 and January 2000,
we completed two private placements, one consisting of the issuance of 125,000 shares of common stock
at $0.80 per share, for gross proceeds of $100,000, and the other consisting of 699,999 units at $0.75 per unit,
for gross proceeds of $525,000. Each unit consisted of one share of common stock and a two-year warrant
to purchase one share of common stock at $1.00 per share. The net cash proceeds to us of these two private
placements were US$625,000.

o On January 28, 2000, we raised $7,725,000 (net of agency fees) through a private placement of our Series A
convertible preferred stock. In connection with the offering of Series A convertible preferred stock, we entered
into an agency agreement with Haywood Securities Inc. Under that agreément, Haywood Securities Inc. agreed
to provide services in connection with the issuance and sale of the Series A convertible preferred stock and the
qualification of the common stock issuable upon conversion, including assisting in obtaining requisite regulatory
approvals. In consideration of these services, Haywood Securities Inc. received, a commission of $618,000, paid
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by issuance of 247,200 Series A convertible preferred stock, a corporate finance fee of $750,000, paid by issuance
of 300,000 shares of the Series A convertible preferred stock, and a warrant to acquire an underlying warrant
which is in turn exercisable into up to 309,000 shares of common stock for a period of one year at a price of $2.50
per share.

e On November 23, 1999, we completed a private placement consisting of 1,482,750 units at $0.40 per unit, for
gross proceeds of $593,100. Each unit was comprised of one share of common stock and a two-year warrant to
purchase one share of common stock for $0.75 per share.

Working Capital. As at September 30, 2001 we had working capital of $748,380 (2000-$1,877,948). Our projected
operating losses and capital costs to add new subscribers and grow our business may require us to obtain further
financing through debt, private placements of equity or convertible securities.

Market Risk. We are exposed to market risk related to changes in interest and foreign exchange rates, each of which
could adversely affect the value of our current assets and liabilities. We have not entered into any forward currency
contracts or other financial derivatives to hedge foreign exchange risk, hence, we are subject to such risk from foreign
currency transactions and translation gains and losses. With a significant portion of our cash denominated in Canadian
dollars, a sudden or significant change in foreign exchange rates could have a material effect on the our future cash
flows. If the Canadian dollar were to decrease in value by 5% against the US dollar an unrealized foreign currency
translation loss of less than $50,000 would occur.

We do not currently have an interest-bearing investment portfolio or liabilities subject to variable interest rates. As a
result, any change in the prime interest rate would not have a material impact on our future operating results or cash
flows based on the terms of existing liabilities. With our current capital structure the Company is not subject to
material interest rate risk.

Capital Commitments and Contingencies. We have access agreements with the owners of multiple dwelling unit
properties to supply our television viewing systems and services to the residents of those properties. However, we have
no obligation to build out those properties and no penalties will accrue if we elect not to do so.

DIRECTV. In May of 2000, the Company entered into a long-term System Operator Agreement with DIRECTYV,
which allowed us to enter the United States market. The Company's contract with DIRECTV gives the Company a
share of net subscriber receipts, depending upon the number of active subscribers, from the sale of DIRECTV
programming services, plus a subsidy for subscriber acquisition costs for each net subscriber addition.

The Company will incur only the costs associated with the implementation of its services, and will not share any of
DIRECTV's programming or broadcasting costs. Under the agreement, the Company may not solicit sales or provide
equipment for any other direct-to-home digital satellite television services in the United States. However, the
Company is not prohibited from contracting with other program providers in connection with its private cable
services. Consequently, the Company is totally dependent on DIRECTYV for its digital set-top programming in the
United States.

The agreement has an initial term of five years, with an automatic extension of the agreement to coincide with the
termination of the longest running property access agreement. Thereafter, the agreement is renewable for an additional
five-year period at the option of both parties. Either party may terminate for the other's breach, bankruptcy or
unapproved assignment of the agreement. Under this agreement, the Company will establish and maintain multiple
dwelling unit distribution systems in non-rural states of the United States, as defined in the agreement, and act as a
commissioned sales agent for the marketing of DIRECTV programming to residents of multiple dwelling unit
properties.

MDU COMMUNICATIONS INTERNATIONAL, INC.




DIRECTV is not required to use the Company on an exclusive basis and could either contract with others to install
distribution systems and market programming in multiple dwelling units or undertake such activities directly through
retail stores, as it does for single-family television households.

Star Choice. In August 1998, the Company entered in a ten-year System Operation Agreement with two five-year
renewal options, with Star Choice Communications, Inc. The agreement allowed us to establish and maintain
distribution systems in multi-unit dwellings throughout Canada and act as'a commissioned sales representative for Star
Choice to market Star Choice programming to the residents of multi-unit dwellings in which the Company has
installed systems. The allowable territory in which the Company operated under the agreement was reduced as part of
the sale of Western Canadian subscribers and thereafter, the agreement was terminated on April 27, 2001 upon the sale
of certain Eastern Canadian subscribers to Star Choice.

3Com. In May 2000, the Company entered into a Master Purchase Sales Agreement with 3Com Corporation to
become part of its preferred Visitor Based Network. Under this agreement, the Company received preferred pricing
and discounts for equipment purchased to support the Company's high-speed Internet services. Upon dissolution of
3Com's VBN division, this agreement was mutually terminated.

Cisco. In July 2001, the Company entered into a Master Lease Agreement to Purchase Equipment with Cisco Systems,
Inc. Under this agreement, the Company will receive preferred pricing and discounts for equipment purchased to
support the Company's high-speed Internet services. As part of this agreement, Cisco System Capital has extended
lease financing to the Company to purchase Internet related equipment and repay monthly over three years from the
date that the goods were accepted. The total credit available under the agreement is $500,000, 30% of which will be
installation costs capitalized under the lease. As at September 30, 2001, there was no outstanding obligation under the
lease financing.

Future Capital Requirements. The Company's funding of its continuing operating expenses, working capital needs
and capital commitments at current levels, is dependent upon its ability to raise additional financing. The Company is
currently pursuing opportunities to raise financing through private placements of both equity and debt securities and
has engaged investment bankers to assist it in raising financing through a convertible security offering, however there
is no assurance that the company will be successful in these discussions, or they may be negotiated on terms which are
unfavorable or dilutive to existing stockholders. Should the Company not raise financing, the Company would have
to scale back general operations by re-evaluating its planned expenditures and allocating its total resources in such
manner as the Board of Directors and management deems to be in the Company's best interest. We have reduced our
staff and continue to maintain tight control over deployment and expenditures while pursuing realistic alternatives.
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FINANCIAL STATEMERTS

Independent Auditors' Report

To the Shareholders of MDU Communications International, Inc.

We have audited the accompanying consolidated balance sheets of MDU Communications International Inc. and
subsidiaries as of September 30, 2001 and 2000 and the related consolidated statements of operations and
comprehensive loss, shareholders' equity, and cash flows for each of the years in the two year period ended September
30, 2001. These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe

that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the Company at September 30, 2001 and 2000, and the results of its operations and its cash flows for each of the years
in the two year period ended September 30, 2001, in conformity with accounting principles generally accepted in the
United States of America.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in Note 2 to the financial statements, the Company's recurring losses from operations
and limited financial resources raise substantial doubt about its ability to continue as a going concern. Management's
plans concerning these matters are also described in Note 2. The financial statements do not include any adjustments

that might result from the outcome of these uncertainties.

/s/ DELOITTE & TCUCHE LLP
Chartered Accountants

Vancouver, British Columbia
November 18, 2001
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DU COMMUNICATIONS INTERMNATIONAL, INC.

Consolidated Balance Sheets
(Expressed in United States dollars)

September 30,
2001 2000

ASSETS
CURRENT

Cash and cash eqUIVAIENTS ..c..cvrivcrinriricniesciees e ensse s st ses s acsssinens $785,452 $2,147,244

Prepaid expenses and deposits 51,738 174,665

ACCOUNES TECEIVADLE .ovieiiieictcct ettt b e r ettt ssrea e nes

Trade, net of a provision of $16,500 (September 30, 2000—$2,752) ....ccccoromrrverrmrcreecnne 279,464 166,197
Sales tax ANd ORET ..ottt ettt ettt st renssnsenas 70,286 94,473

TOTAL CURRENT ASSETS woeeeoeeeeeeeeeeee s sesesessssssesseeeseeeessseesesssesesssssess s 1,186,940 2,582,579
PROPERTY AND EQUIPMENT, f16t (NOTE 6) wreeresereseensersesrsserssersssmsssssssssesssessosons 2,053,352 3,922,182
INVESTMENT IN JOINT VENTURE (INOE 5) 1orovvvverccrnieiriniensesssisessssssssssssssssssssrsssesesee 199,221 —
INTANGIBLE ASSETS, 1Et (INOTE 7) 1ecvoviceeeeerceeerermresceesmresiismmeiesssssacsesenescsensmsssessesesenonnes 1,538,518 64,447
TOTAL ASSETS ittt rteeestsssst s ssestss s bat s saesssta s s emsn et s e snosssssnesssbnatesessobssusssmbensarsnne $4,978,031 $6,569,208
LIABILITIES
CURRENT

ACCOUNTS PAYADIE .ottt er e et sttt s $252,234 $461,264

Other accrued Habilities ...ouoveiivieciiiiirecireeeccesrecsresiseseessisseresessaesesssesssesesesesass sesssensssasssnes 186,326 243,367
TOTAL CURRENT LIABILITIES ..ottt eeie e ere v sreresesseteseee et ssasesens 438,560 704,631
DEFERRED REVENUE ......oooiniciciniiiecrrie e seessessassessestassssssnteesessessssssensessessenssessessesassnsnss 255,925 —
CONTINUING OPERATIONS (Note 2)
COMMITMENTS AND CONTINGENCIES (Note 10)
SHAREHOLDERS' EQUITY
Common stock, par value $0.001;50,000,000 shares authorized,18,046,320
shares issued and outstanding (September 30, 2000 —16,904,620) .....cccvvvemerrrcrirencrmrirecemcnens 18,047 16,905
Convertible preferred stock, par value $0.001; 5,000,000 shares authorized,7,200
issued and outstanding (September 30, 2000-—565,200).......ccceuummirerermncmrcmirecmsesiensisssissieniins 7 565
Additional paid-in apital ..ot e 16,483,476 15,938,476
AcCUMUIATEd dFICIE v.veirierirreeeereeete ettt et ettt essseasesereesemensenenseesanas (12,217,983) (9,791,528)
Accumulated other comprehensive 108s. ..o s — {299,841)
TOTAL SHAREHOLDERS' EQUITY ..oooviiivneeinneeiesserressesreasssessessessssessssesassessssessssessnsens 4,283,546 5,864,577
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY ..o $4,978,031 $6,569,208

See accompanying Notes to the Consolidated Financial Statements.
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DU COMMUNICATIONS INTERNATIONAL, INC.

Consolidated Statements of Operations
(Expressed in United States dollars)

For the year ended  For the year ended
September 30,2001  September 30, 2000
REVENUE ...ttt etstse ettt as e as s sta s s stk asesssnessassonastassererassrssesnanseres $1,117,607 $947,869
DIRECT COSTS ..ot ettt ans s e sesss s sse s st se st ess e et eeasessusssesesasssasunses 358,257 496,093
GROSS PROFIT 759,350 451,776
SALES EXPENSE 837,947 1,468,753
GENERAL AND ADMINISTRATIVE EXPENSES
Advertising and PrOMOUION ... eseassre e msrscssonessssnens 9,077 61,734
Depreciation and amoOrtiZation ..c....ceecenireerseneieniieene e s 549,194 496,524
CONSULLING 1eevtreeieer et reereeneee e ere e es b e e st s ebs s s 276,005 793,863
Foreign exchange gain ... s s (23,565) (193,973)
Investor Relations 62,605 187,577
OCCUPANICY ettt st et s a s bbb st s s 224,846 127,537
OFFICE trvviviieiriceric et sttt et eb bbb s bbb et ae b b e s bt s bt et s ean e st enranans 460,684 397,819
Professional 885 ..ottt et b e nanaeas 277,985 518,774
Repairs and Maintenance ... ssnssssssssesens 16,786 24,492
TelePRhone. ...ttt 177,588 174,213
TTAVEL oottt ettt ettt e bbb bbbk bbb s e et e 316,196 220,069
63,757 6,385
1,818,440 1,392,562
288,551 —
.................................................................................................................................... 4,518,148 4,207,576
GAIN ON SALE OF NET ASSETS (Note 12) 2,401,695 —
NET OPERATING LOSS w.rrreereeeeesseeeseseressessseeresseessseessseesssseesseesesseees oo (2,195,051) (5,224,553)
FINANCING EXPENSE .oceoo oo sessssese s ssseesseseseesseesesseresssres s (181,734) (2,938,015)
INTEREST INCOME ..ottt e resss v enssssssennessnsesesasassnsssessssnsssn 70,025 158,442
INTEREST EXPENSE +...oosoco oo seesese st ses s sesesessssessesseesesessesesseneeees (140,165) (36,664)
EQUITY EARNINGS IN JOINT VENTURE (NoOte 5) .ccoveverricrrnecrrnecenes 20,470 —
INET LOSS oo eeeeeessseeseseseessssssessesesessssesssssssssssseessessseesssrsesseseesssssnessen $(2,426,455) $(8,040,790)
Adjustment for beneficial conversion feature of convertible preference shares .... $— $(7,725,000)
Adjustment for beneficial conversion feature of Warrants.....coccccovneecrernecrernirecnenn. — (243,583)
Net loss attributable to common shareholders .......ccocovvivviviineniciiecence e $(2,426,455) $(16,009,373)
Basic and diluted loss per common share ... $(0.14) $(1.30)
Weighted-average common shares outstanding used to compute basic
and diluted loss per common share ..., 17,580,952 12,341,669

See accompanying Notes to the Consolidated Financial Statements.
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MDU COMMUNICATIONS [NTERNATIONAL, INC.

Consolidated Statement of Cash Flows
(Expressed in United States Dollars)

For the year ended  For the year ended
September 30, 2001 September 30, 2000

OPERATING ACTIVITIES
Net loss $(2,426,455) $(8,04,790)
Adjustments to reconcile net loss for the period

to cash used in operating activities

Depreciation and amortization 549,194 496,524
Gain on sale of assets (Note 12) (2,401,695) —
Non-cash wages expense — 351,865
Non-cash selling expense » 7,481 55,121
Non-cash financing expense - 2,925,927
Non cash interest expense on convertible note 60,000 —
Non-cash consulting expense 127,821 718,591
Equity earnings in joint venture (20,470) —
Change in operating assets and liabilities:
Prepaid expenses and deposits 125,543 (164,232)
Accounts receivable (89,081) (85,660)
Accounts payable (317,725) (654,793)
Wages payable - (25,360)
Other accrued liabilities (184,826) 248,986
Deferred revenue 241,039 —
Net cash used in operating activities (4,329,173) (4,173,820)
INVESTING ACTIVITIES
Purchase of property and equipment (2,352,213) (1,983,745)
Proceeds on sale of assets (Note 12) 6,969,539 —
Acquisition of Digital Solutions, net of cash acquired (Note 4) (1,719,168) —
Net cash provided by (used in) investing activities 2,898,158 (1,983,745)
FINANCING ACTIVITIES
Proceeds from convertible notes payable 150,000 —
Prepayment of notes payable (150,000)
Proceeds from issue of common stock — 816,945
Proceeds from issue of preferred stock — 7,214,743
Proceeds from issue of warrants 69,223 243,583
Net cash provided by financing activities 69,223 8,275,271
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS  (1,361,791) 2,117,706
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 2,147,244 29,538
CASH AND CASH EQUIVALENTS, END OF PERIOD $785,453 $2,147,244
SUPPLEMENTAL CASH FLOW DISCLOSURE
Interest paid $8,676 $7,245

SUPPLEMENTAL CASH FLOW DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES
During the year ended September 30, 2001, 500,000 common shares valued at $235,000 were issued on the acquisition of Digital

Solutions. See accompanying Notes to the Consolidated Financial Statements.
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MOU COMMUNICATIONS INTERNATICNAL, INC.

Notes to Consolidated Financial Statements
(Exprassed in United States Dollars)

1. BASIS OF PRESENTATION

2.C

3.8

(a)

(b)

MDU Communications International, Inc. provides delivery of satellite television programming, home
entertainment and information technology to residents of multi-dwelling units such as apartment buildings,
condominiums, gated communities, hotels and motels. MDU sold the majority of its Canadian operations and
redeployed in the United States, also moving its headquarters and as such, effective September 30, 2001 has adopted

the United States dollars as its functional and reporting currency.

ORTINVING OPERATIONS

The financial statements have been prepared on the going concern basis of accounting, which contemplates
realization of assets and liquidation of liabilities in the ordinary course of business. During the year ended
September 30, 2001, the Company recorded a net loss of $2,426,455 and used net cash in operations of $4,329,173.
At September 30, 2001, the Company has working capital of $748,380 and an accumulated deficit of $12,217,983.

The Company's funding of its continuing operating expenses, working capital needs and capital commitments at
current levels, is dependent upon its ability to raise additional financing. The Company is currently pursuing
opportunities to raise financing through private placements of both equity and debt securities and has engaged
investment bankers to assist it in raising financing through a convertible security offering, however there is no
assurance that the company will be successful in these discussions. Should the Company not raise financing, the
Company would have to scale back general operations.

The Company's ability to continue as a going concern may be dependent on its ability to raise additional funds as
required and ultimately to achieve profitable operations. The financial statements do not include any adjustments
that might result from the outcome of the above noted uncertainties. Adjustments, if any, would affect the carrying
value and classification of assets and liabilities and the amount of net loss and accumulated deficit.

IGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with accounting principles generally accepted in the
United States and reflect the significant accounting polices described below:

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries,
MDU Communications Inc. and MDU Communications (USA) Inc. All inter-company balances
and transactions are eliminated.

Development Stage Enterprise

From the period from inception to September 30, 2000, the Company was a development stage enterprise as
defined in Statement of Financial Accounting Standard ("SFAS") No. 7, "Accounting and Reporting by
Development Stage Enterprises.” To that date the Company's planned principal operations had commenced, but
there was no significant revenue there from and the Company was devoting most of its efforts to activities such as
raising capital, research and development of its Direct To Home TV services to multi- dwelling unit properties and
developing customer markets. Management made the determination that the Company no longer met the
definition of a development stage enterprise for reporting periods commencing October 1, 2000.

MDU COMMUNICATIONS INTERNATIONAL, INC.
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(c)

Use of Estimates

The preparation of the consolidated financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Significant estimates are used for, but not limited
to, accounting for doubtful accounts receivable, amortization, income taxes and contingencies. Actual results could
differ from those estimates.

(d) Property and Equipment

Property and equipment are recorded at cost less accumulated amortization. Costs of connecting and disconnecting service

are expensed. Amortization of property and equipment is provided using the declining balance method at the following rates:

Telecommunications equipment, installed ... s 14.5%
Computer equipment
Furniture and fixtures
VERICIES ..ottt st e b e s

Direct costs of placing telecommunications equipment into service and major improvements are capitalized.

() Long-lived Assets

The Company performs a review for the impairment of long-lived assets whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Under Statement of Financial
Accounting Standards ("SFAS") No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to be Disposed of", an impairment loss is recognized when estimates of future undiscounted cash
flows expected to result from the use of an asset and its eventual disposition are less than its carrying amount. No
impairment losses have been identified by the Company for the period from inception, March 26, 1998 to
September 30, 2001.

(f) Investment in Joint Venture

(g)

(b)

The Company's investment in the AvalonBay Joint Venture is recorded on the equity basis whereby the Company
records its equity share of income or loss from the joint venture. Dividends received are recorded as reductions in
the net investment.

Intangible Assets

Intangible assets consist of building access agreements and subscriber lists, which were acquired in the purchase of
Digital Solutions, LLC and are being amortized on the straight-line basis over five years. Management regularly
reviews the carrying value of intangible assets based upon future expected cash flows. To date, no impairment has
been indicated.

Revenue Recognition

The Company recognizes revenue for satellite programming and other services to customers in the period the
related services are provided when the amount of revenue is determinable and collection is reasonably assured.
Initial service or connection fees in excess of costs incurred are deferred and amortized on a straight-line basis over
the term of the expected customer relationship to a maximum of 5 years.

The Company offers installation services to building owners and managers for the construction of wiring and
installation of equipment to allow telecommunications services including the sale of related equipment. Revenue
from the sale of equipment is recognized when title transfers and installation revenue is recognized in the period

that the services are performed when the amount of revenue is determinable and collection is reasonably assured.
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In certain arrangements with suppliers of satellite programming or other services, the Company does not bear
inventory or credit risk in connection with the service provided to the customer. Such revenue is recorded on the
net basis where the amount of revenue is equivalent to the contractual commission earned by the Company.
Revenues from providing services under contracts where the Company acts as a principal in the transaction,
exercises pricing control and bears the risk of collection are recorded based on the gross amount billed to the
customer when the amount is determinable.

The Company may also receive a new subscriber activation subsidy from the satellite programming provider at the
time it signs up a new customer. These subsidies are recognized as revenue over the average period that a customer

remains a subscriber.

The Company adopted Securities and Exchange Commission Staff Accounting Bulletin No. 101, "Revenue
Recognition in Financial Statements” (SAB 101) in fiscal 2001. The adoption of SAB 101 did not have a significant
impact on the Company's financial position or results of operations.

(i) Loss per Common Share

()

(k)

Basic loss per share is computed by dividing net loss available to common shareholders by the weighted average
number of common shares outstanding for the period. Diluted loss per share reflects the potential dilution of
securities by including other common share equivalents, including stock options, and warrants, in the weighted
average number of common shares outstanding for a period, if dilutive. For the years ended September 30, 2001
and 2000 basic and diluted loss per common share are equivalent as the effect of common shares issuable upon the
exercise of options or warrants would be anti-dilutive. As of September 30, 2001, the Company had outstanding
securities, which were convertible into 6,821,345 (2000 - 7,490,088) common shares, which would be potentially
dilutive in the future.

Foreign Exchange

The accounts of the Company are expressed in United States dollars, the functional currency of the Company and
its principal operating subsidiary. Assets and liabilities in foreign currencies are translated using the exchange rate
at the balance sheet date. Revenues and expenses are translated at average rates of exchange during the year. Gains
and losses from foreign currency transactions are included in the statement of operations.

Effective September 30, 2001, the Company adopted the U.S. Dollar as its functional and reporting currency since
a majority of the Company's revenues, expenses, assets and liabilities are in the United States and the increasing
focus of the Company's operations are in that country. Previously the Company's functional and reporting
currency was Canadian Dollars. Comparative financial statements were restated as if the U.S. Dollar had been the

reporting currency in prior years.

Stock-based Compensation

As permitted under SFAS No. 123, "Accounting for Stock-Based Compensation," the Company has accounted
for employee and director stock options in accordance with Accounting Principles Board ("APB") Opinion
No. 25, "Accounting for Stock Issued to Employees,” and has made the pro forma disclosures required by SFAS
No. 123 in Note 8.

Under APB No. 25, compensation charges arise from those situations where options are granted at an exercise
price lower than the fair value of the underlying common shares. These amounts are amortized as a charge to
operations over the vesting periods of the related stock options.

For variable stock option plans, the Company recognizes a compensation expense or credit for the increase or
decrease in the intrinsic value of the option. The intrinsic value is represented by the excess of the market price of
the Company's stock over the exercise price of the option.

Stock-based compensation charges to other than employees are recorded over the period that the related stock

MDU COMMUNICATIONS INTERNATIONAL, INC.

23




24

0

option or warrant is earned. The amount of the compensation is based on the fair value of the option or warrant

at the applicable measurement date.

Cask and Cash Equivalents
Cash and cash equivalents consist of bank deposits and short-term notes with original maturities at the date of
acquisition of 90 days or less that have insignificant interest rate risk.

Under FAS 115 "Accounting for Certain Investments in Debt and Equity Securities,” management classifies the
short-term notes as held-to-maturity at the time of purchase. Interest income is accrued over the term of the note.

(m) Comprebensive Income

SFAS No. 130, "Reporting Comprehensive Income," established standards for the reporting and display of
comprehensive income and its components (revenue, expenses, gains and losses) in a full set of general-purpose
financial statements. In 2001 the balance in accumulated other comprehensive loss of $299,841 was realized on
disposition of assets denominated in a foreign currency.

(n) Fair Value of Financial Instruments

The fair value of the Company's cash and cash equivalents, accounts receivable, accounts payable, and other
accrued liabilities at September 30, 2001 and 2000 are estimated to approximate their carrying values due to the
relative liquidity or short-term nature of these instruments.

(o) Credit Concentration

Financial instruments that potentially subject the Company to a concentration of credit risk consist principally
of accounts receivable. Accounts receivable from DIRECTV Inc. (Note 11(b)) at September 30, 2001 and 2000
respectively, represented 44% and 29% of total trade accounts receivable. Accounts receivable from Star Choice
for the year ended September 30, 2001 and 2000 represented 6% and 35% of total accounts receivable,
respectively. Revenues realized from DIRECTV Inc. represented 10% and 1% of total revenues in the years
ended September 30, 2001 and 2000, respectively.

The Company provides an allowance for bad debts based on historical experience and specifically identified risk.

(p) Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board (FASB) issued FASB Statements Nos. 141 and 142 (FAS
141 and FAS 142), "Business Combinations" and "Goodwill and Other Intangible Assets." FAS 141 replaces
APB 16 and eliminates pooling-of-interests accounting prospectively. It also provides guidance on purchase
accounting related to the recognition of intangible assets and accounting for negative goodwill. FAS 142 changes
the accounting for goodwill from an amortization method to an impairment-only approach. Under FAS 142,
goodwill will be tested annually and whenever events or circumstances occur indicating that goodwill might be
impaired. FAS 141 and FAS 142 are effective for all business combinations completed after June 30, 2001. Upon
adoption of FAS 142, amortization of goodwill recorded for business combinations consummated prior to July
1, 2001 will cease, and intangible assets acquired prior to July 1, 2001 that do not meet the criteria for recognition
under FAS 141 will be reclassified to goodwill. Companies are required to adopt FAS 142 for fiscal years
beginning after December 15, 2001, but early adoption is permitted. MDU is required to adopt SFAS No. 141
and 142 on a prospective basis as of October 1, 2002. The Company is currently evaluating the impact that the
adoption of these pronouncements may have on its financial position and results of operations.

In August 2001, the FASB issued FAS 144, "Accounting for the Impairment or Disposal of Long-Lived Assets."
FAS 144 replaces FAS 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of." The FASB issued FAS 144 to establish a single accounting model, based on the framework
established in FAS 121, as FAS 121 did not address the accounting for a segment of a business accounted for as a
discontinued operation under APB 30, "Reporting The Results of Operations—Reporting The Effects of
Disposal of a Segment of a Business, and Extraordinary Unusual and Infrequently Occurring Events and
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Transactions." FAS 144 also resolves significant implementation issues related to FAS 121. Companies are required
to adopt FAS 144 for fiscal years beginning after December 15, 2001, but early adoption is permitted. The
Company will adopt FAS 144 as of October 1, 2002. The Company has not yet determined the impact this

standard will have on its operating results and financial position.

(q) Advertising
MDU expenses advertising costs as they are incurred. Advertising expense is included in sales expenses and
amounted to $14,298 and $3,297 in 2001 and 2000, respectively.

4. ACQUISITION OF DIGITAL SOLUTIONS, LLC

On April 30, 2001 the Company acquired Digital Solutions, LLC, ("Digital Solutions") a New England based
digital satellite television service provider, for $1.75 million and 500,000 shares of common stock of the Company
with a fair value of $235,000. As at April 30, 2001, Digital Solutions had 3,142 subscribers in 31 properties. In
addition, Digital Solutions had two properties in the process of installation, representing an additional 700
subscribers. The acquisition was accounted for under the purchase method and the assets, liabilities, revenues and
expenses related to Digital Solutions were consolidated with the accounts of the Company effective April 30, 2001.

Allocation of excess of acquisition costs over the fair value of net assets assumed are set forth below:

CaSH et eb e e b bt a bbb e e e Aot s s et e s e e bR Rt R b e AR e sepAeRe e R s theA et e ase e et tate s st et et s betateane $30,833
ORET CUTTENIT ESSELS cuviuriiirieesicerreriiereirireseensresseresesesersessersnsssessaasnsinsssssstsssstsssesesssonessonsesensosssssssetersessassnsersiness 52,605
Investment 10 JOINE VENTULE ...ocetiriicinriirccresiccesistotsreanessasise s ses st seasss s sessasseasonasssacsssssesesmassnsesessssssseseons 103,011
Property and EQUIPIENT. ... imeeriremrerearessereesssssises st b sse s s i e e e s et 233,604
TNEaNGIDIE ASSELS.eveeiiiriee b 1,675,380
LesS: CUTTENE HaDIIIEIES . cuevevevririeietiiiesrie ettt ettt e e e se e e bbb st e s bats s ass s bt sesetsnsssnstsssssssssnseresess (110,433)
ALCQUISITION COSTurrtnnrniaeieeiiitintissbtis st bbbt R 8 e s b e b b bR bbbt bbb $1,985,000

Intangible assets acquired are being amortized over five years.

The following table presents the unaudited pro forma results of operations for informational purposes,
assuming that the Company had acquired Digital Solutions at the beginning of the fiscal years ended
September 30, 2001 and 2000:

2001 2000
TOAL TEVEIIUE woeevreiieeiee vt ettt sttt s bbb as bt s e nesrs s ess sessresnssensaren $1,315,334 $1,418,328
INEELOSS wevvrereeee oo eeessseeessssssesssses o sesss s et e (2,645,709) (16,423,101)
Net loss per cOMMOR SHATE .....cevimcererece ettt ettt ses e nieaseasnres $(0.15) $(1.33)

The pro forma results of operations give effect to certain adjustments including amortization of purchased
intangibles. This information may not necessarily be indicative of the future combined results of operations of the

Company.

8. INVESTRIENT 1N AYALONBAY JOINT VENTURE

As part of the acquisition of Digital Solutions, the Company assumed all obligations and benefits of Digital
Solutions' interest in a joint venture agreement with AvalonBay Cable I, Inc., an affiliate of AvalonBay
Communities, Inc., for the purpose of managing, owning and otherwise operating systems and equipment to
provide digital satellite television services to certain of AvalonBay's residential communities. As at September 30,
2001 the investment in the joint venture of $199,221 is comprised of the fair value of acquired assets of $103,011,
plus additional contributions of $88,249 less distributions of $12,509, plus the Company's 50% share of the joint

venture's cumulative net income from the date of acquisition of Digital Solutions, which amounted to $20,470.

Details of the assets, liabilities, operating results and cash flows of the joint venture are as follows:
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September 30, 2000
$71,761
429,121
2,021
30,681
396,419
From acquisition
on April 30, 2001
to September 30, 2001
REVEIMUES .ottt ettt ettt et e e s e eb e s snesatesonsasesastssabaantessbtessesabestassasenbsnsesnsassnns $136,051
EXPEIISES cuvetriaitit sttt b b s s R R bbb bbb b s 95,112
INET BAITUIIES cvieo sttt ettt sb et s er st e seb st b st bbb st n i snte 40,939
Cash flows from Operating ACHVILIES. ..ottt ecssessnerserssansssccssmsssossesmesssesssssssssenses $29,581
Cash flows from INVeSting aCtIVILIES ...ccu.ieeiirecriiiiiiieiien e ecesesetsensssrensecsonssssnsssiesssessessssssesses $—
Cash flows used in fiNANCING ACTIVITIES c.e.vvuiuierceeiiisitiecscieiecseersecesernretecneseeesessonmsnssessrassesssosssesensas $(18,464)
. PROPERTY AND EQUIPMENT
September 30,
2001 2000
Telecommunications equipment, installed .........oocoviiniirniorn e $1,517,207 $3,817,225
Telecommunications equipment, not yet placed in service 326,642 253,530
Computer equipment 328,265 320,110
Furniture and fixtures 94,940 115,744
VERICLES ..ottt s et s ererer et er et s etos e sas e s s seteas s entat s snant et eneranseneseneaesaensretans 49,954 —
2,317,008 4,506,609
Less: Accumulated amOTtiZation .....cveeerereerrneeenssenienserenae s sessssesssssstasssssesssssssssssssses (263,656) (584,426)
$2,053,352 $3,922,183
7. INTRNGIBLE ASSETS
September 30,
2001 2000
Building access agreements and subscriber lists ......cccoovireerenninerncncernenninennnnnee $1,675,380 $99,150
1,675,380 99,150
Less: Accumulated amMOTTIZATION .ovrcviericierererintsesresressssessessesssssssssssssesessesesssssses (136,862) (34,703)
$1,538,518 $64,447

8. COKVERTIBLE DEBT

On January 11, 2001 the Company issued convertible debt for cash proceeds of $150,000. The debt was convertible
into common shares of the Company at a conversion price of $0.25 per common share anytime during the period
from April 10, 2001 to December 31, 2001. In addition, the lender received 600,000 share purchase warrants, each
entitling the holder to acquire one common share at an exercise price of $0.60 per share. The proceeds of $150,000
have been allocated on a pro rata basis, as described in APB 14, " Accounting for Convertible Debt and Debt Issued
with Stock Purchase Warrants", between the estimated fair value of the debt and share purchase warrants resulting
in an initial value of the debt and share purchase warrants in the amounts of $80,777 and $69,223 respectively. The
difference between the recorded value of the debt at issue date and its maturity value was accreted as additional
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interest expense over the term of the debt. This results in a beneficial conversion right calculated as the difference
between the conversion price and the quoted trading price of the Company's stock on the date of issue. This
beneficial conversion right, in the amount of $60,000 was recognized as additional interest expense in the year
ended September 30, 2001. On April 6, 2001 the Company repaid the convertible note in full.

9. SKARE CAPITAL

(a) Preferred Shares
On January 28, 2000, the Company issued 3,637,200 shares of Series A Convertible Preferred stock (the "Preferred
Shares"), at an issue price of $2.50 per share, in exchange for cash proceeds of $7,725,000 and services in connection
with the private placement with a fair value of $1,368,000 for total gross proceeds, prior to expenses of the issue,
of $9,093,000. The Preferred Shares were immediately convertible, at the option of the holder, at a conversion ratio
of one common share for one Series A Convertible Preferred share, until the "Qualification date”, which is the
earlier of: (i) the fifth business day following (a) the date the Company receives a receipt for its final prospectus
from the last of the British Columbia Securities Commission, the Alberta Securities Commission and the Ontario
Securities Commission (the "Commissions") and (b) the date the Company has filed with the United States
Securities and Exchange Commission and obtained effectiveness of a registration statement qualifying the shares
and (ii) January 28, 2001. However, if the final receipt of each of the Commissions was not issued before June 26,
2000, then the shares convert at a ratio of 1.15 common shares for each Preferred Share. Any Preferred Shares that
have not been converted by the holder by the Qualification date will automatically convert at a ratio of one

common share to one Preferred Share.

The Company did not receive a receipt for its final prospectus from each of the Commissions, prior to June 26,
2000 as specified above, in connection with its issue of 3,637,200 Preferred Shares. As a result, effective June 26,
2000, each such preferred share was convertible into common shares of the Company at a ratio of 1.15 common
shares for each Preferred Share. As at September 30, 2001, 7,200 of the 3,637,200 Preferred Shares had not been

converted.

In connection with the issuance of the Preferred Shares, the Company issued 309,000 share purchase warrants to
an agent that provide the right to purchase one Series A Convertible Preferred Share at the issue price of $2.50 per
share. The warrants were assigned a value of $1,549,004 based on their estimated fair value at the grant date (Note

9(d)).

The Preferred Shares have a beneficial conversion feature totaling $7,725,000, measured as the difference between
the conversion price most beneficial to the investor, of $2.17, and the fair value of the underlying common stock
at the time of issuance, limited to the amount of the gross proceeds received. The beneficial conversion feature is
recognized at issuance as an increase in the loss applicable to common shareholders in the calculation of the basic
loss per share for the year ended September 30, 2000. As the Preferred Shares are immediately convertible, the
Company recorded accretion of $7,725,000 to additional paid-in capital. In addition, the Company imputed a
preferred stock dividend, representing the value of the beneficial conversion feature, for a corresponding amount.

(b) Stock Option Plans
(i) Suppliers' Stock Option Plan ("Suppliers' Plan")
On December 31, 1998, the Company established a stock option plan pursuant to which certain key suppliers
of the Company will be granted options on completion of specified activities. Under the terms of the
Suppliers' Plan, eligible suppliers can earn options to purchase an aggregate of 215,135 common shares of the
Company. In addition to the stock options under the Suppliers’ Plan issued to September 30, 2001, the
Company was also obligated to issue an additional 25,000 (September 30, 2000—50,000) options to purchase
common shares of the Company at an exercise price of $1.50 (September 30, 2000—$1.50) per share and
exercisable for five years from the date of issue. On March 13, 2000, the Company granted an additional 26,115
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(1)

options (19,429 of which were earned and recorded at September 30, 1999) to a supplier under the Plan
described above.

Under the requirements of SFAS No. 123, "Accounting for Stock-Based Compensation,"

("SFAS No. 123") the Company has recorded stock based compensation charges in connection with the

Suppliers' Plan as follows:

Year ended
September 30,
2001 2000
Additional capital costs of
telecommuRICations EQUIPIMIENT ...c.cueeciriiieicrienirinieieieiesieescaenees e rsasenseseessoeronseesenses $— $67,516
SalEs EXPENSE 1uecriiiiriirrictitei ekttt 32,737 90,322
$32,737 $157,838

These charges are based on the fair value of the stock options issued and issuable to suppliers calculated
and accrued in each quarter that an eligible supplier completes the performance required to earn the options.
This amount is estimated using a Black Scholes option pricing model as described in

Note 9(d).

Directors'/Officers' and Employees' Stock Option Plans ("Employee Plans")
On November 24, 1998, the Company established Employee Plans whereby certain employees, officers and
directors will be granted options to purchase up to an aggregate of 600,000 common shares of the Company.

On February 5, 2000, the Company approved the 2000 Incentive Stock Option Plan ("2000 Option Plan").
Under this Plan, the Company was authorized to grant certain employees, officers and directors of the
Company and its affiliates options to purchase up to 4,000,000 common shares of the Company. The options
have vesting periods ranging from immediate to three years after the grant date. Of the options originally
authorized as part of the November 24, 1998 Employee Plans, 90,276 were redesignated to be included in the
2000 Option Plan.

On April 11, 2001, the Board of Directors approved the 2001 Stock Option Plan ("2001 Option Plan") to
replace the 2000 Option Plan. The 2001 Option Plan is in all respects identical to the 2000 Option Plan, which
had not been approved by a vote of the shareholders within one year of its adoption by the Board. The 2001
Option Plan was approved by a vote of the shareholders at the Annual General Meeting on May 10, 2001.

In October 2000, the Board of Directors of the Company approved the re-pricing, at $2.00 per share, the
exercise price of all options previously granted at $5.00 per share under the 2000 Incentive Stock Option Plan.
Cn March 9, 2001, the Board of Directors approved the re-pricing, at $0.60 per share, of these options. On
April 11, 2001, the Board of Directors of the Company approved the re-pricing, at $0.60 per share, of all
options previously granted to directors at $2.50 per share under the 200C Incentive Stock Option Plan. As a
result, the Company adopted variable-plan accounting and therefore increases in the share price are recorded
as compensation expense in the period the increase occurs. There was no impact on the results of operations
for the year ended September 30, 2001 due to the decline in the market price of the Company's stock in 2001.
Changes in the market price of the Company's stock in future periods may impact future operating results.

The Company accounts for its stock-based employee compensation plans under the intrinsic value method per
APB No. 25 whereby compensation cost is recorded for the excess, if any, of the quoted market price of the
common shares over the exercise price at the date of grant for all employee stock options issued. For the year
ended September 30, 2001 compensation cost in the amount of $nil (year ended September 30, 2000—
$351,865)has been recorded under this method.
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An alternative method of accounting for employee stock options is the fair value method under which the fair
value of the options is estimated at the grant date and then amortized to expense over the options' vesting
period. As recorded under SFAS No.123, the following pro forma financial information present the net loss for
the period and loss per common share had the Company utilized the fair value method:

Year ended
September 30,
2001 2000
Pro forma NEt1OSS .oiiieieiveieieiec ettt reve et be s et s pas s annan $(8,012,295) $(14,042,632)
$(8,012,295) $(22,011,215)

Pro forma net loss attributable to common shareholders

Pro forma net loss per common share shareholders attributable
10 coMMON Shareholders ......ooiviiiviercrceeee et saes et ssns $(0.46) $(1.76)

Using the fair value method for stock-based compensation, as described in SFAS No. 123, additional
compensation costs of approximately $5,585,840 would have been recorded for the year ended September 30,
2001 (year ended September 30, 2000—$6,001,841). The unamortized fair value of all remaining outstanding
employee stock options as of September 30, 2001 is $2,900,345 and will be charged to pro forma net earnings
in future years according to the vesting terms of the options. This amount is estimated using a Black Scholes
options pricing model as described in Note 9(d).

(#ii) Other Stock Cptions
On February 5, 2000, the Company granted an aggregate of 170,000 stock options for provision of consulting
services by third parties. The options are exercisable at $5.00, expire February 4, 2005 and were also granted
under the terms of the 2000 Option Plan. The Company recorded a stock based compensation charge in the
amount of $700,565 during the year ended September 30, 2000 based on the fair value of the options granted.
The aggregate fair value of the options at the date of grant was determined using the Black Scholes model

as described in Note 9(d).

(iv) The following table summarizes the activity in all Option Plans:

Options Available Number of Weight Average Exercise
for Issuance Options Outstanding Price per Share

Outstanding at September 30, 1999.......... 441,250 473,885 $1.18
AUthorized oo 3,400,000
Granted (weighted-average

fair value of $3.33 per share)......coocceeee. (3,429,475) 3,429,475 4.74
Exercised ..ooemiirinenienicceeeninncneacinens - (125,000) 1.00
EXpired ..c.cocvcmivcermceececrecncncnensisceenne 180,000 (180,000) 5.00
Cancelled (65,135) — —
Outstanding at September 30, 2000.......... 526,640 3,598,360 4.29
Granted (weighted-average

fair value of $0.48 per share).....c.ccuu...n. (1,141,500) 1,141,500 0.62
Exercised — — —
Expired ....occccocvnenee. 1,451,264 (1,451,264) 1.48
Outstanding at September 30, 2001.......... 836,404 3,288,596 $0.75
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As at September 30, 2001, the following stock options were outstanding:

Number Weighted Average Remaining Number
Exercise Prices Outstanding Contractual Life (years) Exercisable

$0.60 2,913,596 3.74 1,784,654
1.50 198,885 2.06 198,885
1.75 12,375 3.45 12,375
2.00 13,740 3.45 13,740
2.50 150,000 3.61 150,000

3,288,596 2,159,654

(c) Warrants
(i) Details of warrants outstanding are as follows:

Number  Weight Average Exercise
of Warrants Price per Share Fair Value Expiry Date

Issued:
Gibralt Capital Corporation

(NOte 9(C)(E)) wrrrrerrrserresner 750,000 2.50 2,925,927  March 1, 2002
Private placement units

(Note 9{CHIIL)) uvrvrrrrrereereranens 699,999 1.00 243,583  February 3, 2002
Private placement units

(Note 9(c)(i11)) woererrvrrirerernmenes 1,482,750 0.75 211,835 November 25, 2001
Convertible note payable.......... 600,000 0.60 69,223 January 11, 2002
Outstanding at September 30, 2001 3,532,749 $1.22 $3,450,568

(1) Gibralt Capital Corporation ("Gibralt")

On March 1, 2000, the Company issued a warrant to purchase 750,000 shares of common stock of the
Company for a period of two years, at an exercise price of $2.50 per share to Gibralt Capital, as consideration
for Gibralt's termination of an exclusive right to provide financing. The parties also agreed to negotiate in good
faith a new financing agreement with terms more favorable to the Company. No subsequent financing
agreement has been concluded. The terminated financing arrangement allowed Gibralt Capital to be the
Company's exclusive provider of debt financing until 2008 and established terms for the Company to lease set-
top boxes from Gibralt. In accordance with SFAS No. 123, the Company has recorded non-cash financing
charges of $$2,925,927 based on the fair value of the warrants on the date of issuance, determined using a Black
Scholes option pricing model as described in Note 8(d).

(i12) Private placements
In November 1999, the Company sold 1,482,750 units comprised of one share of common stock and a warrant
to purchase one share of common stock for $0.75 per share, for a period of two years, for $0.40 per unit.
420,000 of these units had been subscribed for on September 15, 1999 (Note 9(c)(1)).

On February 3, 2000, the Company completed several private placements subscribed for in December 1999
and January 2000. One private placement consisted of 125,000 common shares of $0.80 per share for gross
proceeds of $100,000. The other private placements consisted of 699,999 units at $0.75 per unit for gross
proceeds of $525,000. Each unit consists of one common share and one common share purchase warrant
exercisable for two years at $1.00 per share. The gross proceeds were allocated between the shares and warrants
based on the relative fair value of the unit components at the date the Company had a contractual liability to
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issue the units. Accordingly, the common shares were assigned a value of $279,252, net of issue costs, and the
warrants a value of $243,583,

The warrants have a beneficial conversion feature totaling $243,583, measured as the difference between the
conversion price of $1.00 and the fair value $2.91 of the underlying common stock at the date the Company
had a contractual liability to issue the units, limited to the amount of the gross proceeds received and allocated
to the convertible warrants. The beneficial conversion feature is recognized as an increase in the loss applicable
to common shareholders in the calculation of the basic loss per share for the year ended September 30, 2000.

() Fair value of stock options and warrants

The fair values of stock options and warrants granted by the Company were estimated using the Black Scholes
option pricing model, assuming no dividends are to be paid. The following weighted average assumptions were also
used as inputs in the calculations:

Year ended September 30,

2001 2000
Expected Life (FEArs) oottt esren st e s 1to5 1to5
Expected volatility ........... 160% 215%
Risk-free interest rate 4.7% 5.6%

10. COMMITIMENTS AND CONTINGENCIES

(2)

(b)

(c)

The following is a schedule by years of future minimum rental payments required under operating leases that have
initial or remaining non-cancelable lease terms in excess of one year as of September 30, 2001:

Amount
2002 et eSS E SRS h R bRtk e e ks 1o se e R SRR ee R R A e bR A ROt hh ekt n et s e saon $101,413
2003 e e e e b e eR e e L RS e Rt E et ke A ket ne e sa O R e bR s Rk aea R e et ne e e scasnerenenesenas 7,701
2004 AN ThETEATTEL ..vvvivriitsie et rre e rea e et es s s b ens e s sasb e s sassatasrss et eesesssstssssnratasarnssenin -

$109,114

The Company has been named as a Defendant in a claim by Whistler Cable Television Ltd. claiming damages for
conversion, the return of personal property, an injunction and costs. The Company has filed a defense disputing
that the Plaintiff has any legal right to bring the action, and alleging that in any event the amount of damages
suffered, if any, is minimal. This case is stll in the pre-discovery phase. Given the preliminary stage of the
proceedings, it is not presently possible to estimate or determine whether there will be any loss to the Company,
and the amount, if any, of such loss will be recorded in the period in which it becomes determinable.

The Company has previously entered into a management agreement with a certain senior executive that provides
for annual compensation, excluding bonuses, aggregating approximately $310,000. The Company can terminate
this agreement at any time upon reasonable notice and the payment of an amount equal to between 12 and 36
months of salary depending on circumstances. In the event of a change in control, either party may, during a period
of 12 months from the change of control, terminate the agreement upon reasonable notice and the payment of an
amount equal to 36 months of salary. Management agreements with two other former management members have
been terminated. In addition, the Company is committed, in a consulting agreement with a former employee, to
payments aggregating $56,000 for services under the contract until December 31, 2001.

17. STRATEGIC ALLIANGE

(@)

In August 1998, the Company entered in a ten-year System Operation Agreement with two five-year renewal
options, with Star Choice Communications, Inc. ("Star Choice"). The Company is responsible for establishing and
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(b)

(©)

(d)

maintaining distribution systems in multi-unit dwellings throughout Canada and acts as a commissioned sales
representative for Star Choice to market Star Choice programming to the residents of multi-unit dwellings in
which the Company has installed systems.

The allowable territory in which the Company operated under the agreement was reduced as part of the sale of
Western Canadian subscribers and thereafter, the agreement was terminated on April 27, 2001 upon the sale of
remaining Eastern Canadian subscriber base to Star Choice.

In May 2000, the Company entered into a long-term System Operator Agreement with DirecTV, Inc.
("DIRECTV"), a California company. The Company's contract with DIRECTV gives the Company a share of
monthly net subscriber receipts, depending upon the number of active subscribers, from the sale of DIRECTV
programming services, plus a subsidy for subscriber acquisition costs for each net subscriber addition.

The Company will incur only the costs associated with the implementation of its services, and will not share any
of DIRECTV's programming or broadcasting costs. Under the agreement, the Company may not solicit sales or
provide equipment for any other direct-to-home digital satellite television services in the United States. However,
the Company is not prohibited from contracting with other program providers in connection with its SMATV
services. Consequently, the Company is totally dependent on DIRECTYV for its digital set-top programming in the
United States.

The agreement has an initial term of five years, with an automatic extension of the entire agreement to coincide
with the termination of the longest running property access agreement. Thereafter, the agreement is renewable for
an additional five-year period at the option of both parties. Either party may terminate for the other's breach,
bankruptcy or unapproved assignment of the agreement. Under this agreement, the Company will establish and
maintain MDU distribution systems in non-rural states of the United States, as defined in the agreement, and act
as a commissioned sales agent for the marketing of DIRECTV programming to residents of MDU properties.

DIRECTYV is not required to use the Company on an exclusive basis and could either contract with others to install
distribution systems and market programming in MDUs or undertake such activities directly through retail stores,
as it does for single-family television households.

In May 2000, the Company entered into a Master Purchase Sales Agreement with 3Com Corporation ("3Com")
to become part of its preferred Visitor Based Network ("VBN"). Under this agreement, the Company will receive
preferred pricing and discounts for equipment purchased to support the Company's high-speed Internet services.
This agreement was terminated in May 2001 with the disbandment of 3Com's VBN division.

In July 2001, the Company entered into a Master Lease Agreement to Purchase Equipment with Cisco Systems,
Inc. ("Cisco"). Under this agreement, the Company will receive preferred pricing and discounts for equipment
purchased to support the Company's high-speed Internet services. As part of this agreement, Cisco has extended
of lease financing to the Company to purchase Internet related equipment and repay monthly over 3 years from
the date that the goods were accepted. The total credit available under the agreement is $500,000, 30% of which
will be installation costs capitalized under the lease. As at September 30, 2001, there was no outstanding obligation
under the lease financing.

12. GAIN ON SALE OF CANADIAN SUBSCRIBERS

On January 31, 2001 the Company completed an agreement with Star Choice Television Network, Inc., a
subsidiary of Star Choice Communications Inc., for Star Choice to purchase certain satellite television assets for a
purchase price of $3,681,100. Under the agreement, Star Choice also received the telecommunications equipment

required to service the related subscribers. This equipment had an original cost of $3,348,300 and a net book value
of $2,784,744 at January 31, 2001. Net intangible assets carried at $59,672 at January 31, 2001 related to sold
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subscribers and accordingly, were written off. The transaction resulted in a gain of $836,984, which was reduced
by cumulative foreign exchange losses relating to these assets.

On April 27, 2001 the Company completed an agreement with Star Choice Television Network, Inc., a subsidiary
of Star Choice Communications Inc., for Star Choice to purchase certain satellite television assets for a purchase
price of approximately $3,276,227. Under the agreement, Star Choice also received the telecommunications
equipment required to service the related subscribers. This equipment had an original cost of approximately
$1,431,732 and a net book value of approximately $1,236,500 at April 27, 2001. The transaction resulted in a gain
of $2,039,727, which was reduced by cumulative foreign exchange losses relating to these assets.

13. INCOME TAXES

The Company's effective income tax rate of nil differs from the recovery which would have been recorded using
the statutory federal U.S. rate of 35% principally as a result of the tax benefit relating to income tax losses arising
in the current and prior year which have been fully offset by a valuation allowance.

The Company has had no income tax expense since inception as a result of significant incurred losses. In addition,
the Company has provided a full valuation allowance for net deferred tax assets at September 30, 2001 and 2000,
since realization of these benefits cannot be reasonably assured. Deferred tax assets (liabilities) are comprised of

the following:

September 30,
2001 2000
Gross deferred tax assets (liabilities):
Depreciation and aMOTTZAION .....e.cecceceerirneisecsressr e ssesesssontecstsessensnesessensiens $32,208 $277,023
ORET oottt ettt ettt et es bttt er s et eb st et eb bt e aenessrsaees - 14,227
Operating 10ss carry fOrwards ........ocecninnenceeecsnenseeenecse e 3,853,518 2,785,086
INet deferred tax ASSELS ....vvveiiiiiieieeeie sttt ses s rss st ts et ssse s sensenasessssanes 3,885,726 3,076,336
Less: Valuation allOWance ....ceeceicnincein s ssesisessssssessssssssssssssssssssssssssssssssnses (3,885,726) (3,076,336)
$— $—

At September 30, 2001 and 2000, the Company had $9,139,203 and $5,543,127 of tax loss carry forwards available
to offset future years' taxable income of which $65,159 will expire on September 30, 2005 and the balance on
September 30, 2006 or later.

14. SEGMENTED INFORMATION

The Company operates in one industry segment. The Company's operations are comprised of providing delivery
of home entertainment and information technology to multi-unit dwellings. Revenues for the year ended
September 30, 2001 of $570,376 and $547,230 (year ended September 30, 2000 $13,595 and $934,274 related to the
United States and Canada, respectively. Property and equipment as at September 30, 2001 of $2,047,706 and $5,646
(September 30, 2000 $199,865 and $3,722,317) was held in the United States and Canada, respectively.

15. RELATED PARTY TRANSACTIONS

The Company purchased equipment and satellite subscribers on December 31, 1998 for $102,842 from a relative
of the Company's President. In addition, the Company granted stock options to a relative of the Company's
President to purchase 100,000 common shares of the Company at an exercise price of $1.50 until December 31,

2003, in exchange for consultative services. See Note 9 (b) (iii).
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DIRECTORS AND EXEGUTIVE OFFICERS

The following are the directors and executive officers of the Company:

Robert Dyck, 44, joined the Board of Directors in May 2000. He has been president of WRE Development Ltd. since
1978. WRE Development Ltd. owns, develops and manages residential rental properties throughout the U.S. and
Canada. Mr. Dyck is also co-owner of Norquay Management, a residential property management venture. He has
overseen the expansion of a property and development portfolio now valued at more that C$100 million. Mr. Dyck has
substantial experience in the supervision of new apartment construction, analysis of acquisition opportunities for
development and investment purposes and review of new technologies to increase the efficiency of the property

portfolio.

Douglas G. Hooper, 41, joined the Board of Directors in May 2000. He is currently an acquisitions and finance
consultant, who has extensive experience as a venture capitalist and mergers and acquisition specialist in the mineral
exploration, industrial processing and software industries. He was President & CEQO of Sand River Resources Ltd.
from 1995 to 1997. Mr. Hooper was a founder and President of TelSoft Mobile Data Inc. from 1992 to 1995, now
Mobile Data Solutions, Inc., a wireless communications software company. In that position, he developed and
implemented corporate strategy and was responsible for raising capital, strategic alliances and mergers and acquisitions.

J.E. (Ted) Boyle, 57, joined the Board of Directors in May 2000. From 2001 to present he has been President and CEO
of Impulse Media Technologies Inc., an applications service provider to the North American wireless telephone
industry. From 1998, Mr. Boyle started up and ran Multivision (Pvt.) Ltd., the wireless cable television licensee in Sri
Lanka. From 1996 to 1997, Mr. Boyle was President & CEO of PowerTel TV Inc., a digital wireless cable operator in
Ontario, Canada. As founding President and CEO of ExpressVu Inc. (1994-1996), Mr. Boyle was responsible for
taking Canada's national direct-to-home satellite service from conception to launch. Prior to 1994, Mr. Boyle held
executive positions with TeeComm Electronics, Regional Cablesystems and Canadian Satellite Communications Inc.
(Cancom). As Vice-President of Regional Companies at Cancom, and later as Vice President of Market Development
at Regional Cablesystems, he led the licensing or acquisition of over 1,000 Canadian and American cable systems.

Sheldon B. Nelson, 40, has served as President, Chief Executive Cfficer and a director of the Company since
November 1998. From 1983 to 1998, he was President of 4-12 Electronics Corporation, a provider of products and
services to the Canadian satellite, cable, broadcasting and SMATV industries.

MDU Communications International, Inc.
Head Office:
60-D Commerce Way
Totowa, New Jersey 07512
Phone: (973) 237-9499
Fax: (973) 237-9243
www.mduc.com
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